










































































































































































Obviously the terms of each proposed cooperative arrangement will be
lengthy and cannot be covered in detail in this letter. However, each =~
cooperative arrangement must stand on its own merits and terms, as

each will be negotiated by ERDA, and cannot be 51gned unt11 it has

been reviewed and approved by the Congress. , T

——

We are most gratefu] for the valuable contribut1ons that the J01nt
Committee has made in its action on this Bill and trust that it will
provide the basis for prompt action by the full Congress. 1 hope
that the observations and comments in this letter will also be
beneficial in advancing the program and assuring our mutual objective
of expanding uranium enrichment capacity in the United States.

"~ Sincerely, -
James A. Wilderotter :
General Counsel

cc: Senator Howard Baker

-



THE WHITE HOUSE

WASHINGTON

June 17, 1976

TO: JIM CANNON
JIM NNOR

FROM: GL SCHLEEDE

I just learned about the attached letter
from George Murphy to Bob Fri which
apparently has been mislaid in Fri's
office for the last week.

The letter asks for clarification of:

The President's reference to the

Portsmouth add-on as complementary.

Bob Fri's statement that the "order
book" would not be reopghed
I'm working w1th OMB T??ﬁ#a response.
Attachment
( 7
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Congress of the Tnited States
JOINT COMMITTEE ON ATOMIC ENERGY
' WasHmGron, D.C. 510

June 9, 1976

Mr. Robert Fri

‘Peputy ‘Administrator .

Energy Research and Development
Administration

Washington, D. C. 20545

Dear Mr. Fri: _ ' |

In.a news conference on May 26, 1976, the President indicated

that he wonld ask Congress to appropriate $170 million for

FY 1977 %o proceed with the design, planning and procuremcnt

of long leadtime construstion for the Portsmouth plant. The

President indleated that this would be a “complementary back-—

up system for expanding existing Fedepral uranium enrlchment

capacity 1f private ventures are unable to meet on time the
needs of U.8. and foreign customers."”

Subsequently on June 8, you provided a briefing to the Environ- -

-mental Study .Conference in the Rayburn Bullding, It is unders-
gtood that during the briefing you commenteéd to the effect that
the add-on plant at Portsmouth would not neecessarily “"open

. up the order book", but rather would be used to fulfill exfst-
ing ERDA conditional enrichlng contracts, to degrease the _
tails assay so that less uranium would Be used, and to provide

" bagk-up enriched; material for:privaTe enrichment plants.

It would be appreciated irf yo;\hodld advise the Joint Commlitiee
at your sarliest convenience as to the purposes for which the
add-on to the Portsmouth plant would be used and also provige

. an elaboration oh the meaning of the President's May 26, 1976,
statement that tho add-on at Portsmouth woulg'he Yoomploementary®.

- Oy L o

Thank you for your asslstancae in this matter.,
* S . F3

aiﬁjggply yours, '

2 .
’,r”f’;rge i Murphy, Jr..; .
Executive Director ¢

»
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THE WHITE HOUSE

WASHINGTON

RECOMMENDED TELEPHONE CALL

"TO:

DATE:
RECOMMENDED BY:

PURPOSE:

BACKGROUND:

TOPICS OF

“  DISCUSSION:

Congressman Melvin Price, in his role
as senior Majority House Member of the
Joint Committee on Atomic Energy, and
Floor Manager for the Nuclear Fuel
Assurance Act(uranium enrichment).

June 23, 1976

Max Friedersdorf, Jim Cannon, Jim Connor

. To encourage him to press hard with the

Speaker for prompt floor action on the
Nuclear Fuel Assurance Act (NFAA).

After revising your proposal, the JCAE
reported the NFAA on May 14 by a vote

of 15-0. It has not been scheduled for
floor action in either house because,
according to the leadership, the schedules
are jammed with other bills. It is included
on whip notices in both houses--to be taken
up whenever there is an opening. Our best
information is that a strong push by Cong.
Price with the Speaker might get the bill

to the floor. We need the bill as soon as
possible in order to (a) get the follow-up
appropriations language and (b) have time
for approval of individual contracts -- all
before the end of this session. Meanwhile,
the authorization for the add-on plant and
the $178.8 million in appropriations is
going ahead because that is authorized in
the ERDA authorization bill as well as the NFAA.

1. We need to move ahead quickly with actions
to expand uranium enrichment capacity in
this country.

2. As I have indicated, I will accept the
NFAA as reported by the JCAE on May 14.

3. Since the JCAE is solidly behind the
bill and a rule has been granted, I under-
stand that all that is needed is a strong
push from you to get the bill on the
floor and passed.
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June 23, 1976

Action

‘r

'We need this authorizing legislation in

order to get the appropriations language
needed to cover the contingent liability
for private ventures, and so that contracts
can be submitted for Congressional review.

Uranium enrichment is too important to
risk delays that might take us beyond
the end of this session before firm
commitments are made.
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RECOMMENDED TELEPHONE CALL

TO:

DATE:
RECOMMENDED BY:

PURPOSE:

BACKGROUND:

TOPICS OF
DISCUSSION:

Congressman Melvin Price, 1in his role
as senior Majority House Member of the
Joint Committee on Atomic Energy, and
Floor Manager for the Nuclear Fuyel
Assurance Act({uranium enrichment).

June 23, 1976 z{é

Max Friedersdorf, Jim Cannqn, J1m Connor

To encourage him to press hard with the
Speaker for prompt floor action on the
Nuclear Fuel Assurance Act (NFAA).

After revising your proposal, the JCAE
reported the NFAA on May 14 by a vote

of 15-0. It has not been scheduled for
floor action in either house because,
according to the leadership, the schedules

~are jammed with other bills. It is included

on whip notices in both houses--to be taken
up whenever there is an opening. Our best
information is that a strong push by Cong.
Price with the Speaker might get the bill
to the floor. We need the bill as soon as
possible in order to (a) get the follow-up
appropriations language and (b) have time
for approval of individual contracts -~ all
before the end of this session. Meanwhile,
the authorization for the add-on plant and
the $178.8 million in appropriations is
going ahead because that is authorized in

the ERDA authorization bill as well as the NFAA.

1. We need to move ahead quickly with actions
to expand uranium enrichment capacity in
this country.

2. As I have indicated, I will accept the
NFAA as reported by the JCAE on May 14.

3. Since the JCAE is solidly behind the
bill and a rule has been granted, I under-—
stand that all that is needed is a strong
push from you to get the bill on the

floor and passed. PN
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4. We need this authorizing legislation in
order to get the appropriations language
needed to cover the contingent liability
for private ventures, and so that contracts
can be submitted for Congressional review.

5. Uranium enrichment is too important to
risk delays that might take us beyond

the end of this session before firm
commitments are made.

June 23, 1976

Action
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THE WHITE HiGUSE

WASHINTGTON

June 25, 1976

ADMINISTRATIVELY SOMTtiitinkiee

MEMORANDUM FOR: MAX FRIEDERSDORYF
JIM CANNON

FROM: JIM CONNOR%@Z :

SUBJECT: : Results of Telephone Call
to Congressman Melvin Price

Confirming phone call to Max Friedersdorf's office earlier today
the President made the following notation on your Recommaded Telephone
Call to Congressman Melvin Price.

"6/24/76 - 10:45 P. M,

Will urge Tip O'Neill to schedule a definite déyL
this week.

Get John Rhodes to pressure Speaker and Tip to
do same,

Mel is all with us."

Please follow-up with appropriate action.

”~

cc: Dick Cheney
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Eonorahle Willism K. Harsha

Tra Kaclsar Fusl Assurance Aot will provide the fravseuork in vhich this
process can cperabe until sueh time as the several projects achieve
conrereial cperation. At that point overmment assurances would coase.

t is worth reoeating that the Aot would reguire specific Coogressicnal
sryaooval of the proposed cimtmeciiual arrangewent with each prospective
private envicher hafore that project cmild procesd.

i

T wonld be happy to discuss this with yon further, if you so desire.




o UNITED STATES
' ENERGY RESEARCH AND DEVELOPMENT ADMINISTRATION

WASHINGTON, D.C. 20545

JUN 2 8 1975

Mr. George F. Murphy, Jr.

Executive Director

Joint Committee on
Atomic Energy

Dear Mr. Murphy:

In Mr. Fri's absence, I am replying to your June 9, 1976 letter which
asks for elaboration on comments concerning an add-on uranium enrichment
plant at Portsmouth, Ohio made by the President on May 26 and on those
which Mr, Fri made on June 8 in a briefing to the Environmental Study
Conference in the Rayburn Building.

The President's comment that a Portsmouth add-on plant would be a
“"complementary backup system for expanding existing Federal uranium
enrichment capacity" was intended to convey the point that the
additional enrichment capacity from an add-on plant could be used

to fulfill orders already on ERDA's books and to supplement the
national stockpile of enriched uranium. Thus the add-on plant would
not interfere with the objective of creating competition in the supply
of uranium enrichment services, which competition will benefit con-
sumers of electric power produced from nuclear energy. The additional
enrichment capacity provided by an add-on plant, instead, could be
effectively utilized, through reduction in the tails assay, to achieve
better nuclear fuel production economics for the Government plants and
to conserve our limited natural uranium resources. (Additional infor-
mation on the fuel production aspects is presented in the attachment).

To the extent that any additional enrichment capacity beyond that needed
to reach this more desirable tails assay level is available, it could

be used to increase the national stockpile of enriched uranium -- in

the form of separative work units —-- thus backing up the commitment that
enriched uranium will be available when needed by both domestic and
foreign customers.

For the reasons cited above, we would not plan to begin accepting new
enrichment service orders based upon capacity that could be provided
by an add-on plant. Furthermore, there is no need for ERDA to begin




Géorge F. Murphy, Jr. -2 -

accepting such new orders. The four private firms that plan to finance,
build, own, and operate enrichment plants are already negotiating with
prospective foreign and domestic customers, and the order books are open.
If ERDA began taking orders now, ERDA would be in direct competition with
the four private firms for customers, This could lead potential customers
of the private firms to delay in placing orders needed now by the private
ventures, If ERDA competition, or the threat of competition, were to
cause one or more prospective private enrichers to drop out, an enrichment
industry of initially reduced competitiveness would result. The Federal
Government would then find itself in the position of having to commit
additional billions of dollars to build more enrichment capacity to

make up for the capacity that private industry would otherwise finance
and provide. Thus, action by ERDA to take additional orders would be
directly contrary to one of the major purposes of the NFAA - creation of
a private, competitive uranium enrichment industry.

If you have further questions in this matter, we would be glad to discuss
ther with you.

Sincerely,

LNt

Richard W. Roberts
Assistant Administrator
for Nuclear Energy

Attachment
As stated above
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ATTACHMENT

Fuel Production Improvements that Can Result from Add-on Plant Capacity

ERDA's entire enrichment capacity, including the 607% increase in enrichment capacity
which will result from the cascade improvement and cascade uprating programs at

the existing three Government enrichment plants, has been fully committed since
mid-1974 under long-term contracts, ERDA is currently committed by these contracts
to supplying enrichment services for 211 domestic nuclear power reactors and 154
foreign nuclear power reactors, which will produce a combined total of 328,000
electrical megawatts. ‘

With réspect to existing ERDA contracts for uranium enrichment services, recent
changes in uranium ore markets have created a situation where nuclear fuel orders
would, ideally, be filled with the use of more enrichment capacity so that less
natural uranium would be needed. More specifically, fulfillment of ERDA's existing
enrichment services contracts would probably require operation of the Government
plants at tails assay of about 0.377% U-235 in the absence of the use of plutonium
fuel. Even with plutonium recycle, operation at about 0.29% U-235 would be re-
quired. Neither of these levels would permit production of nuclear fuel in an
economic fashion. Moreover, operation at such levels would be inconsistent with
the national objective of conserving our limited natural uranium resources by
using them as effectively as possible.

More specifically, based upon our present knowledge of potential uranium concentrate
production capability, the domestic uranium supply industry may not be in a position
to meet the feed requirements associated with tails assaysas high as 0.37% U-235.
Attainable production from domestic sources could, in the early 1980's, reach a
level of around 33,000 tons of U308 per year. The feed requirements for ERDA's
fully improved and uprated enrichment complex operating at 0.37%7 U-235 tails

assay would be approximately 75,000 tons of U40g per year, of which approximately
50,000 tons would have to be delivered by domestic customers, Add-on enriching
capacity at Portsmouth could be utilized for reduction of the ERDA tails assay and
would concomitantly result in a more realistic production requirement for the
domestic uranium supply industry. Furthermore, such reduction in tails assay

would result in a greater potential for expansion of the use of nuclear energy

in the U.S. through more effective use of our limited domestic uranium resources.

This problem has been recognized for some time and was identified in Dr. Seamans'
testimony before the JCAE on December 2, 1975. It has been expected that new
private domestic capacity, in addition to serving new customers, would also
assist existing ERDA customers. This would be accomplished by permitting ERDA
customers to plan their requirements for enriching services on the basis of a
lower ERDA plant tails assay and of the availability of additional SWU purchases
from new private plant capacity. This would be implemented through the so-called
variable tails assay option which ERDA will offer to its fixed commitment customers
by the mid-1980's (or limited terminations of ERDA customer contracts in favor

of new domestic capacity). In all such instances, however, ERDA plants would
continue to operate at their normal 28 million SWU capacity, albeit at_ lower
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tails assay, and thus ERDA would continue to receive revenues based on that
operating level. It is our understanding that prospective private enrichers
are already marketing on the basis of this option to ERDA customers. These
marketing efforts are based upon the economic advantages to existing ERDA
customers of purchasing more SWU's from new capacity while lowering their
total uranium feed requirements.

An ERDA add-on plant with a capacity of 8.75 million SWU's per year would
provide the additional SWU capacity to permit existing ERDA customers to be
served at a tails assay of about 0.257 U-235 assuming no recycle of plutonium
recovered from spent fuel, or about 0.20% U-235 assuming plutonium recycle.
Inasmuch as the estimated cost of SWU's from the add-on plant would be
substantially higher than from the existing facilities, the use of the add-on
plant to improve the operating characteristics of ERDA's three-plant complex
through reduction in tails assay would have to be reflected in an increase in
the cost per SWU borne by ERDA's existing customers. However, as mentioned
previously, this would result in better total nuclear fuel costs.
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THE WHITE HOUSE

WASHINGTON

June 28, 1976

MEMORANDUM FOR: JIM CANNON’
JIM CONNOR
JIM MITCHELL
CHARLIE LEPPERT
BILL KENDALL

FROM: GLE CHLEEDE T

SUBJECT: RIFYING LEGISLATIVE HISTORY FOR

Attached is a copy of the letter ERDA recently sent to
Senator's Pastore and Baker and Congressmen Price and
Anderson in an effort to clarify the legislative history
of the Nuclear Fuels Assurance Act with respect to the
scope of guarantees and the authority to take over
private ventures.

Attachment.
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ENERGY RESEARCH ANt DE ‘JELOP AENT ADMINISTRATION
WASHINGTON, D.C, 20545

June 15, 1976

Honorable John 0. Pastore, Chairman
. Joint Committee on Atomic Energy
Congress of the United States:

Dear Mr..Chairman:

The recent action by the Joint Committee on Atomic Energy in reporting
out the proposed Nuclear Fuel Assurance Act is most grut1fy1ng Passage
of the Bill will provide the basis for expanding uranium enrichment
“Gapacity in the United States so that fuel can be available for domestic
needs and so that we can maintain our role as a major supplier of uranium

. enrichment services needed for the peaceful uses of atomxc energy in other
countr1es. . . .

" In view of the important responsibilities that wou?d be placed on the
Administrator of ERDA by the HNuclear Fuel Assurance Act, we have reviewed

- carefully the Bil11 as amended by the JCAE and the accompanying report.
We are scmewhat concerned that the report might in the future bz
interpreted to limit the Government's actions in a way that was not
intended by the Committee when it approved the Bill. The Administrator
has asked mz to convey for your consideration our understanding of
certain responsibilities of the Administrator of ERDA under the proposed
legislation, which responsibilities might prove to be ambiguous if not
-clarified in the legislative history. If you concur, we would appreciate
it i1f you would comment on these points during Floor consideration of the

Bill or, if you desire, use all or part of this }etter as a means of
clarifying the matter involved.

- I should also point out that I am not taking issue with the Bill as
amended, or with the report as such; however, I do wish to be certain

that the responsibilities of the Admlnlsfrator under the ]eg1s]at1on
are not ambiguous.

1t is my understanding that the Administrator would be authorized to
enter into cooperative arrangements, i.e. contracts, upon their approval

- by the Congress and subject to the enactment of the necessary
appropriations ]anguage, with private firms wishing to finance, build,
own and operate uranium enrichment plants.

OVUTIOs A
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- Honorable John 0. Pastore -2 -

The Government processes and know-how and such machinery and technolegy

as the Government will supply to private firms will be paid for by private
firms through royalties and through charges for materials and equipment.

If a private firm is unable to complete an enrichment facility or bring

jt into commercial operation, the Government would have authority .to take -
over that project to complete the facility, unless there are more economical
alternatives for providing the requisite enriching services to customers

of that facility, and to assure that services are available when needed.

" This is most important since the enrichment services will be contracted
for and vital to the nuclear power plants that will be designed and in
construction. Although the possibility of a takeover is. remote, the

- legislative authority for it should nonetheless be clear.

The cooperative arrangements would, of necessity, contain contractual
obligations concerning takeover of the facilities by the Government if
the private sector cannot complete them or bring them into commercial

_operation. Such an undertaking would be authorized by Subparagraph a{5)
of Section 45 {which would be added to Chapter 5 of the Atomic.Energy
Act by Section 2 of the proposed Nuclear Fuel Assurance Act. The
Subparagraph also appears on page 16 of the Committee's Report.). While

~this seems quite clear, I want to be certain that the "guarantee" that
is referred to several times throughout the report does not restrict

. the Governmant’s rights and obligations concerning the takeaver. It
s in the best interest of the Government to be clear that there is
nothing to impade or limit its ability to take over a project which a
private firm was unable to complete or bring into commercial operation.
in addition, while the Government guarantees with respact to a diffusion
plant project are expected to expire after a year of operation of tha
completed plant, the guarantees for centrifuge projects are expected to
-be somewhat broader in scope and time, reflecting the comparative status
of technical and economic knowledge. . : T : .

The concept of "cannot complete or bring into commercial operation” is
not described in the report, although there is some legislative history
that indicates that these terms include such factors as the inability

to obtain long-term commercial financing or necessary Governmental
authorizations to construct or operate the projects. Ue would construe
‘these terms rather broadly so as not to raise any restrictions on the
Government's ability to take over.
I recognize, as set forth in the aforementioned Subparagraph a(5) that
‘the Governmant's contingent obligation extends only to the equity or
the debt that applies to investors or lenders who are citizens of the

United States, or corporations or other entities owned or controlled
by citizens of the United States. . '
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Obvxous}y the terms of each proposed cooperative arrangement will be
lengthy and cannot be covered in detail in this letter. However, each
cooperative arrangement must stand on its own merits and terms, as
each will be negotiated by ERDA, and cannot be s1gned until it has
been reviewed and approved by the Congress.

We are most grateful for the valuable contributions that the Joint
Committee has made in its action on this Bill and trust that it will
provide the basis for prompt action by the full Congress. I hope-
that the observations and comments in this letter will also be

- beneficial in advancing the program and assuring our mutual objective
of’expandlng uranium enrichment capac1ty in the United States.

S , ' - Sincerely, -

s dexf l/uiwﬂzfﬁi

| James A. wilderotter
' General Counsel

cc: 'SenatoroHoward Baker

-
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THE WHITE HOUSE

WASHINGTON

June 29, 1976

MEMORANDUM FOR: JIM CANNON“/
JIM CONNOR
MAX FRIEDERSDORF
BILL KENDALL
CHARLIE LEPPERT
JIM MITCHE

FROM: GLENN SCHL

Attached FYI is a copy of ERDA's response
Murphy (JCAE) letter concerning:

George

. what the present meant by the Por outh add-on
being a "complementary" plant. .-

««««

Attachments.
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ERE Mp. Robart Fri- ST R

i Peputy ‘Administrator _— - oot :
- Energy:Research:-and Development o : ' T .

Administration 4 : : .

Wasbington, Ry £, 20585 <
Dearde. e 0

In.a-news conference on May 26, 1976, the President indicated
that he wonld ask Congress to appropriazte $170 mlillion lor

FY 1977 ¢o'procsed with the design, plannhing and pracuremcnt

of long leadtime construction for the Portamouth plant., The '
Prosident indicated that this would be g “ecomplementary backe-

up system for expanding existing Federal uranium enrichment 1
capaclty 1f private ventures are unable to meet on time the S
needs of U.8. and foraign eustomers.” | ‘ .

Subsequently on June B, you provided a briefing to the Environ- -
- mental Study .Conference in the Rayburn Bullding, Jt is under-
8tood that during the briafing you commentéd to the effect that
the. add-on plant at Portsmouth would not necessarily “open ‘
up the order bogk®, dbut rather would ba used to fulflll exist-
ing ERDA conditional enriching contracts, to decrease the
tails assay so that less uranium would Be used, and to provide .
" bagkeup enriched; material for:privaTe enrichment plants. :

3 - \_' b o - . R

I% would be mppreciated if you Would advise the Joint Commitiee .

at your sarliest convenience as o the purposes for which the .

add-on to the Portsmouth plant would be used and also provigs

_ an elaboration ot the meaning of the President's May 26, 1976,
statement that tho add-on at Poprtameuth woulg:be Yeomplenentary”.

-
¢ L - -

Thank you for your assistance in this matter.

. g
Sincarely yours, §§
7 ;ﬂé;V, | v
Jotaorge F. Mupphy, Jr. ; .

Pxecuti g Director

. . [ - -
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: UNITED STATES
ENERGY RESEARCH AND DEVELOPMENT ADMINISTRATION
WASHINGTON, 6.C. 20535

JUN 28 1976

Mr. George F. Murphy, Jr.

Executive Director

Joint Committee on
Atomic Energy

Dear Mr. Murphy:

In Mr. Fri's absence, I am replying to your June 9, 1976 letter which
asks for elaboration on comments concerning an add-on uranium enrichment
plant at Portsmouth, Ohio made by the President on May 26 and on those
vhich Mr. Fri made on June 8 in a briefing to the Environmental Study
Conference in the Rayburn Building.

The President's comment that a Portsmouth add-on plant would be a
"complementary backup system for expanding existing Federal uranium
enrichment capacity" was intended to convey the point that the
additional enrichment capacity from an add-on plant could be used

to fulfill orders already on ERDA's books and to supplement the
national stockpile of enriched uranium. Thus the add-on plant would
not interfere with the objective of creating competition in the supply
of uranium enrichment services, which competition will benefit con-
sumers of electric power produced from nuclear energy. The additional
enrichment capacity provided by an add-on plant, instead, could te
effectively utilized, through reduction in the tails assay, to achieve
better nuclear fuel production economics for the Government plants and
to conserve our limited natural uranium resources. (Additional infor-
mation on the fuel production aspects is presented in the attachment).

To the extent that any additional enrichment capacity beyond that needed
to reach this more desirable tails assay level is available, it could

be used to increase the national stockpile of enriched uranium -- in

the form of separative work units -- thus backing up the commitment that
enriched uranium will be available when needed by both domestic and
foreign customers.

For the reasons cited above, we would not plan to begin accepting new
enrichment service orders based upon capacity that could be provided
by an add-on plant. Furthermore, there is no need for ERDA to begin
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George F. Muxphy, Jr. -2 -

accepting such new orders. The four private firms that plan to finance, -
build, own, and operate enrichment plants are already negotiating with
prospective foreign and domestic customers, and the order books are open.
If ERDA began taking orders now, ERDA would be in direct competition with
the four private firms for customers. This could lead potential customers
of the private firms to delay in placing orders needed now by the private
ventures. If ERDA competition, or the threat of competition, were to
cause one or more prospective private enrichers to drop out, an enrichment
industry of initially reduced competitiveness would result. The Federal
Government would then find itself in the position of having to commit
additional billions of dollars to build more enrichment capacity to

make up for the capacity that private industry would otherwise finance
and provide. Thus, action by ERDA to take additional orders would be
directly contrary to one of the major purposes of the NFAA - creation of
a private, competitive uranium enrichment industry.

If you have further questions in this matter, we would be glad to discuss
them with you.

Sincerely,

LMLt

Richard W. Roberts
Assistant Administrator
for Nuclear Energy

Attachment
As stated above

7 -
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ATTACHMENT

Fuel Production Improvements that Can Result from Add-on Plant Capacity

ERDA's entire enrichment capacity, including the 607 increase in enrichment capacity
which will result from the cascade improvement and cascade uprating programs at

the existing three Government enrichment plants, has been fully committed since
mid-1974 under long-term contracts. ERDA is currently committed by these contracts
to supplying enrichment services for 211 domestic nuclear power reactors and 154
foreign nuclear power reactors, which will produce a combined total of 328,000

. electrical megawatts.

With respect to existing ERDA contracts for uranium enrichment services, recent
changes in uranium ore markets have created a situation where nuclear fuel orders
would, ideally, be filled with the use of more enrichment capacity so that less
natural uranium would be needed. More specifically, fulfillment of ERDA's existing
enrichment services contracts would probably require operation of the Government
plants at tails assay of about 0.377Z U-235 in the absence of the use of plutonium
fuel. Even with plutonium recycle, operation at about 0.29% U-235 would be re-
quired. Neither of these levels would permit production of nuclear fuel in an
economic fashion. Moreover, operation at such levels would be inconsistent with
the national objective of conserving our limited natural uranium resources by
using them as effectively as possible.

More specifically, based upon our present knowledge of potential uranium concentrat:
production capability, the domestic uranium supply industry may not be in a positio
to meet the feed requirements associated with tails assaysas high as 0.377% U-235.
Attainable production from domestic sources could, in the early 1980's, reach a
level of around 33,000 tons of U308 per year. The feed requirements for ERDA's
fully improved and uprated enrichment complex operating at 0.37% U-235 tails

assay would be approximately 75,000 tons of U40g per year, of which approximately
50,000 tons would have to be delivered by domestic customers. Add-on enriching
capacity at Portsmouth could be utilized for reduction of the ERDA tails assay and
would concomitantly result in a more realistic production requirement for the
domestic uranium supply industry. Furthermore, such reduction in tails assay

would result in a greater potential for expansion of the use of nuclear energy:

in the U.S. through more effective use of our limited domestic uranium resources.

This problem has been recognized for some time and was identified in Dr. Seamans'
testimony before the JCAE on December 2, 1975, It has been expected that new
private domestic capacity, in addition to serving new customers, would also

assist existing ERDA customers. This would be accomplished by permitting ERDA
customers to plan their requirements for enriching services on the basis of a

lower ERDA plant tails assay and of the availability of additional SWU purchases
from new private plant capacity. This would be implemented through the so-called
variable tails assay option which ERDA will offer to its fixed commitment customers

"by the mid-1980's (or limited terminations of ERDA customer contracts in favor

of new domestic capacity). In all such instances, however, ERDA plants would
continue to operate at their normal 28 million SWU capacity, albeit at lower

[ S S



-2 -

tails assay, and thus ERDA would continue to receive revenues based on that
operating level. It is our understanding that prospective private enrichers
are already marketing on the basis of this option to ERDA customers. These
marketing efforts are based upon the economic advantages to existing ERDA
customers of purchasing more SWU's from new capacity while lowering their
total uranium feed requirements.

An ERDA add-on plant with a capacity of 8.75 million SWU's per year would
provide the additional SWU capacity to permit existing ERDA customers to be
served at a tails assay of about 0.25% U-235 assuming no recycle of plutonium
recovered from spent fuel, or about 0.20% U-235 assuming plutonium recycle.
Inasnmuch as the estimated cost of SWU's from the add-on plant would be
substantially higher than from the existing facilities, the use of the add-on
plant to improve the operating characteristics of ERDA's three-plant complex
through reduction in tails assay would have to be reflected in an increase in
the cost per SWU borne by ERDA's existing customers. However, as mentioned
previously, this would result in better total nuclear fuel costs.



